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Program  in  Investment 


Thrift  and  Investment 

THE  pressing  need  of  this  and  subsequent  years  is 
Thrift,  which  entails  intelligent  Investment.  The 
material  costs  of  the  war  must  be  compensated  by- 
saving.  Saving  will  check  extravagance  and  accom- 
plish orderly  deflation,  the  extreme  desideratum  of  this 
post-war  period. 

Accumulation  of  capital  is  the  double-barreled  shotgun 
of  deflation;  it  originates  in  decreased  consumption  and 
creates  increased  production.  Currency  and  credit  con- 
traction is  then  automatic. 

The  low  purchasing  power  of  the  dollar  means  relatively 
little  sacrifice  in  present  economy,  and  conversely  the 
present  fifty -cent  dollar  saved  will  in  the  future  become 
perhaps  a  one-hundred-cent  dollar. 

We  all  realize  the  youthfulness  of  the  present  dollars. 
Save  them  till  they  grow  up. 

Second  only  to  Saving  in  importance  and  equal  to  it  in 
difficulty  is  Investment.  Wealth  becomes  capital  only 
when  used  for  the  production  of  further  wealth. 

The  dollar  today  buys  more  bonds  and  greater  income 
than  at  any  time  since  the  Civil  War  period. 

Dollars  saved  must  be  put  to  work  and  the  art  of 
putting  dollars  to  work  is  Investment.  It  is  the  judg- 
ment of  those  who  have  been  engaged  in  investment 
work  for  many  years  that  the  subject  is  worthy  of  more 
intelligent  consideration  than  ordinarily  is  given. 
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Program  in  Investment 

How  few  individuals  have  a  thoughtfully  arranged  and 
definite  Program  in  Investment!  And  how  effective 
and  interesting  is  the  composition  and  performance  of 
a  Program  in  Investment! 

The  particular  circumstances  of  each  investor  deter- 
mine the  suitableness  of  a  given  security.  Prescription 
"en  masse"  is  as  improper  in  investment  as  in  medicine. 
It  may  be  as  improper  for  one  individual  to  have  his 
funds  all  in  "legals"  (bonds  legal  for  savings  banks  and 
trust  funds)  as  for  another  to  have  his  all  in  industrial 
common  stocks.  The  investor  must  decide,  or  have 
decided  for  him,  what  Program  in  Investment  is  suited 
to  him,  and  then  must  select,  or  have  selected  for  him, 
the  specific  securities  in  accordance  with  his  Program. 

Certain  investors  are  strictly  limited  in  the  composition 
of  their  schedules.  Those  of  large  income  are  directed 
by  present  taxation  laws  to  securities  the  income  from 
which  is  free  from  taxation  and  to  non-income  paying 
securities.  The  anomalous  case  is  now  prevalent  of  the 
wealthy  investor  confining  his  purchases  to  such  bonds 
as  the  Liberty  3j^s,  Victory  3%s9  and  "Municipals" 
on  the  one  hand,  and  to  low-priced  non-dividend  paying 
common  stocks  on  the  other.  His  Investment 
Program  is  prescribed  by  the  Income  Tax  Law,  from 
which  incidentally  flows  an  unfortunate  effect  on 
production. 

The  schedule  for  the  man  or  woman  entirely  dependent 
for  income  on  his  or  her  investments  is  similarly  clear — 
Liberty  Bonds,  and  selected  Municipal  and  corporate 
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bonds  of  the  highest  grade.  The  low  income  yield  must 
be  accepted,  and  the  difference  between  534%  (at  pres- 
ent obtainable  on  this  highest  type  of  investment)  and 
possible  larger  yields  from  other  securities  must  be  fore- 
gone and  considered  as  a  premium  on  insurance.  At 
present  price  levels  and  under  existing  financial  condi- 
tions, even  this  class  of  investment  affords  possibility 
of  attractive  enhancement  in  principal  in  coming  years, 
when,  as,  and  if  the  price  of  capital  declines. 

The  majority  of  investors,  however,  are  not  in  either 
of  the  above  mentioned  classes,  and  to  them  is  open  a 
wider — and  shall  we  say  more  interesting — Program  in 
Investment.  The  average  investor  is  entitled  by  his 
position  in  life,  age,  and  prospects  to  demand  more  work 
from  his  savings,  a  higher  income  yield.  He  is  justified 
in  assuming  risks  forbidden  to  the  so-called  "widow 
and  orphan"  class. 

This  latitude  existing  in  the  majority  of  cases  permits 
and  calls  for  the  intelligent  consideration  of  a  suitable 
schedule  of  securities,  to  the  end  that  one's  property 
represent  a  carefully  planned  and  well-rounded  invest- 
ment structure,  rightly  balanced  and  suited  to  indi- 
vidual requirements.  In  too  many  cases  investment  is 
disjointed,  even  haphazard.  Balance  in  investment  is 
as  desirable  as  in  personal  education  or  in  commercial 
inventory. 

Specific  Investment  Suggestions 

We  take  it  to  be  an  accepted  principle  that  the  founda- 
tion of  every  American's  investment  structure  is  a  block 
of  Liberty  Bonds.   If  not  in  his  strong-box  from  origi- 
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nal  patriotic  subscription,  a  proper  proportion  should 
be  acquired  at  present  prices,  which,  there  is  no  gain- 
saying, are  bargain  prices.  With  as  much  assurance 
as  may  be  given  to  any  future  condition,  we  may  expect 
the  time  when  we  shall  look  back  with  longing  to  the 
opportunity  at  present  offered  of  buying  the  long-term 
obligations  of  the  United  States  Government  on  a  basis 
to  yield  !>y2%. 

We  therefore  build  up  our  investment  structures  from 
Liberty  Bonds,  suggesting  four  general  groups  of 
securities : 

I.    Liberty  Bonds,  Victory  Notes,  and  selected 
"Municipals"  and  "Legals." 

II.    High  grade  corporation  bonds. 

III.  Selected  railroad  and  industrial  preferred 
stocks  and  high-yield  bonds. 

IV.  Selected  equities — Railroad,  public  utility 
and  industrial  common  stocks. 

We  present  below  specific  securities,  selected  from  those 
available  in  the  several  groupings  above  stated.  It  is 
unnecessary  to  say  the  lists  are  not  exhaustive,  but 
they  are,  in  our  opinion,  representative  and  selected  only 
after  careful  consideration. 

In  recommending  bonds  and  stocks,  our  purpose  is  to 
have  regard  especially  for  the  protection  found  to  exist 
in  the  security  itself  and  not  in  its  current  market  price. 
There  are  scores  of  bonds  so  fully  protected  that  they  are 
in  effect  quite  as  sound  at  the  price  of  120%  of  their  face 


[8] 


PROGRAM  IN  INVESTMENT 


value  as  at  the  price  of  60%,  for  beyond  perad venture 
interest  and  principal  will  be  paid  according  to  their 
tenor  and  effect.  Ever  changing  market  prices  in  many 
instances  are  governed  by  conditions  quite  extraneous 
to  the  question  of  the  soundness  of  the  security  itself. 
The  investor,  however,  must  consider  carefully  and 
determine  for  himself  the  price  he  will  pay,  for  prices 
are  relative.  It  is  obvious  a  bond  or  stock  might 
fairly  be  regarded  as  "cheaper"  at  80  under  certain 
conditions  obtaining  in  affairs  financial,  economic  and 
industrial,  than  at  a  price  of  70  under  other  conditions. 


GROUP  I 


"Legal"  Bonds 

Inter- 
est 

Ma- 
turity 

Price 

Yield 

First  Liberty  Loan  (tax-exempt)  

3^% 

1947 

93.50 

3.90% 

Second  Liberty  Loan  (partially  tax- 

exempt)   

4M 

1942 

85.30 

5.35 

Third  Liberty  Loan   (partially  tax- 

exempt)   

1928 

90.50 

5.65 

Fourth  Liberty  Loan  (partially  tax- 

exempt)   

1938 

85.80 

5.50 

Victory  Notes  (tax-exempt)  

1923 

96.50 

4.85 

Victory  Notes  (partially  tax-exempt).. 

1923 

96.50 

6.10 

New  York  City  (tax-exempt)  

1963 

95.50 

4.60 

Atchison,  Topeka  &  Santa  Fe  Ry.  Gen. 

Mtge  

4 

1995 

71.00 

5.65 

Chicago,  Burlington  &  Quincy  R.  R. 

(111.  Div.)  1st  Mtge  

4 

1949 

79.00 

5.40 

Scioto  Valley  &  New  England  1st  Gtd. 

(N.  &  W.  Ry.)  

4 

1989 

72.00 

5.60 

Union  Pacific  R.  R.  1st  Mtge.  Railroad 

and  Land  Grant  

4 

1947 

79.00 

5.50 
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GROUP  II 


tt:  „r,  /"i  _  „  j  „  -r>  „  j  „ 

High  Grade  Bonds 

Int. 

Mat. 

Price 

Yield 

Income 

Atchison,  Topeka  &  Santa  Fe  Ry. 

Adj.  Mtge  

4% 

1995 

66 

6.20% 

6.10% 

Atlantic  Coast  Line  R.  R.  (L.  &  N. 

Coll.  Trust)  

4 

1952 

62 

7.05 

6.50 

South.  Pacific  Co.  (Cent.  Pac.  Coll. 

Trust) 

4 

1949 

64 

6.85 

6.30 

American  Smelting  &  Ref .  Co.  1st . . 

5 

1947 

77 

6.90 

6.50 

Bethlehem  Steel  Co.  1st  Ext  

5 

1926 

90 

7.05 

5.60 

Central  Leather  Co.  1st  

5 

1925 

93 

6.65 

5.40 

General  Electric  Co.  Deb  

5 

1952 

84 

6.15 

6.00 

New  York  Telephone  Co.  1st  &  Gen. 

43^ 

1939 

76 

6.75 

6.00 

United  States  Rubber  Co.  1st  &  Ref. 

5 

1947 

81 

6.50 

6.20 

United  States  Steel  Corp.  s.  f  

5 

1963 

93 

5.45 

5.40 

GROUP  III 


Preferred  Stocks 

Dividend 

Price 

Yield 

Atchison,  Topeka  &  Santa  Fe  Ry  

5% 

76 

6.6% 

8* 

117 

6.8 

Norfolk  &  Western  Ry  

4 

67 

6.0 

Reading  Co.  ($50  par)  1st  and  2nd  

4 

34 

6.0 

Union  Pacific  R.  R  

4 

63 

6.4 

American  Smelting  &  Refining  Co  

7 

95 

7.4 

American  Tobacco  Co  

6 

94 

6.4 

Bethlehem  Steel  Corp  

8 

112 

7.1 

Central  Leather  Co  

7 

105 

6.7 

Corn  Products  Refining  Co  

7 

105 

6.7 

Cuban- American  Sugar  Co  

7 

109 

6.4 

General  Chemical  Co  

6 

95 

6.3 

International  Harvester  Co  

7 

112 

6.3 

Standard  Oil  Co.  of  N.  J  

7 

107 

6.5 

Virginia-Carolina  Chemical  Co  

8 

108 

7.4 

*Priority  up  to  7%  dividend;  then  priority  to  10%,  sharing  equally  with  common  after 
both  issues  receive  10%. 
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GROUP  III  (Continued) 


TTifrk  Via]  A  "R/vnrla 

int. 

-trice 

jl  leici 

income 

American  Tel.  &  Tel.  Co.  Conv.  (a) . . 

6 

1925 

94 

7.45% 

6.40% 

Cleveland,  Cincinnati,  Chicago  & 

St.  Louis  Ry.  deb  

1931 

74 

8. 10 

6.00 

Chicago,  Rock  Island  &  Pacific  Ref. 

4 

1934 

64 

8.40 

6.30 

Consolidated  Gas  Co.  of  N.  Y. 

Conv.  (b)  

7 

1925 

100 

7.00 

7.00 

Col.  &  Southern  Ry.  Ref.  &  Ext .... 

1935 

70 

7.95 

6.40 

Hocking  Valley  Ry.  1st  Con  

1999 

64 

7.10 

7.00 

International  Mercantile  Marine  Co. 

o 

7  on 

O .  i\J 

New  York  Central  R.  R.  Conv. 

Deb.  (c)  

6 

1935 

89 

7.20 

6.70 

Pacific  Gas  &  Electric  Co.  Gen.  and 

Ref.  "A"  

5 

1942 

75 

7.30 

6.70 

Southern  Ry.  Dev.  &  Gen.  Mtge  

4 

1956 

56 

7.70 

7.10 

Wabash  Railroad  Co.  2nd  

5 

1939 

75 

7.50 

6.70 

Western  Union  Tel.  Co.  Coll.  Tr. . . 

5 

1938 

79 

7.05 

6.30 

Wilson  &  Co.  Conv.  (d)  

6 

1928 

89 

7.85 

6.70 

(a)  Convertible  after  August  1,  1920,  into  capital  stock  at  106. 

(b)  Convertible  after  February  1,  1922,  into  capital  stock  at  par. 

(c)  Convertible  up  to  May  1,  1925,  into  capital  stock  at  105. 

(d)  Convertible  after  December  1,  1920,  into  common  stock  at  par. 


There  is  a  group  of  bonds  not  included  above  which 
should  be  mentioned  as  affording  unusual  speculative 
possibilities  for  those  with  faith  and  imagination. 
Bonds  in  this  class  are  those  of  companies  which  in 
years  before  the  war  demonstrated  sturdy  earning 
power  and  issues  which  enjoyed  high  investment  ratings. 
Influences  arising  principally  and  in  a  general  way  from 
the  war  bore  heavily,  however,  on  these  companies,  and 
even  their  bonds  have  suffered  in  investment  qualifi- 
cations and  consequently  in  market  price.  It  may  well 
be  that  as  the  effect  of  war  influences  passes  and  the 
effect  of  new  factors,  such  as  the  new  Railroad  Act, 
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lower  costs,  and  an  enlightened  public  attitude,  comes 
into  play,  these  issues  may  regain  their  former  position 
in  the  investment  list.  In  this  group  we  would  place 
Manhattan  Elevated  4's  of  1990;  Baltimore  &  Ohio 
Convertible  4j#s  of  1933  and  the  1st  4's  of  1948; 
Chicago,  Milwaukee  &  St.  Paul  Convertible  5's  "B" 
of  2014;  and  Peoples  Gas  Light  &  Coke  Refunding  Mort- 
gage 5's  of  1947,  to  mention  only  a  few.  Yields  rang- 
ing from  8%  to  10%  are  obtainable  at  present  market 
prices  of  these  issues. 


GROUP  IV 


Common  Stocks 

Dividend 

Price 

Yield 

American  Smelting  &  Refining  Co  

$4 

62 

6.5% 

Anaconda  Copper  Co  

4 

59 

6.8 

Atchison,  Topeka  &  Santa  Fe  Ry  

6 

80 

7.5 

Barrett  Co. . .  

8 

128 

6.3 

Consolidated  Gas  Co  

7 

84 

8.3 

General  Electric  Co  

8* 

150 

5.3 

International  Harvester  Co  

6 

130 

4.6 

New  York  Central  R.  R  

5 

72 

6.9 

Prairie  Oil  &  Gas  Co  

12** 

600 

2.0 

Pullman  Company  

8 

117 

6.8 

Southern  Pacific  Co  

6 

98 

6.1 

United  States  Steel  Corp  

5 

98 

5.1 

♦With  4%  additional  in  stock.    Including  stock  only  at  par,  yield  is  8% 
**With  extras  amounting  to  14%  in  1919.    Including  extras  yield  is  4.3% 


Investment  Structures 

From  the  above  selections  of  grouped  securities,  com- 
binations are  possible  to  compose  any  desired  Program 
in  Investment.  Certain  investors,  as  stated  above,  may 
confine'  themselves  to  Group  I,  netting  an  income  yield 


PROGRAM  IN  INVESTMENT 


of  5.25%.  An  active  and  successful  young  business  man 
may  arrange  a  program  as  follows: 

20%  from  Group  I 
15%  from  Group  II 
45%  from  Group  III 
20%  from  Group  IV 

In  detail  his  investment  structure  on  the  basis  of 
$100,000  principal  might  comprise,  for  instance,  the 
following,  netting  an  income  return  of  6.20%,  the  yield 
of  course  being  somewhat  higher: 


Income 

Cost 

10M 

Third  Liberty  Loan  

$425 

$9,050 

10M 

Atchison  Gen.  Mtge.  4s  

400 

7,100 

5M 

Chic.  Burl.  &  Quincy  (111.  div) 

200 

3,950 

5M 

Southern  Pacific  (Cen.Pac.Coll.)  4s. . 

200 

3,200 

5M 

American  Smelting  1st  5s  

250 

3,850 

5M 

U.  S.  Rubber  1st  &  Ref .  5s  

250 

4,050 

5M 

U.  S.  Steel  s.f.  5s  

250 

4,650 

100  Shs. 

Norfolk  &  Western  Pfd  

400 

6,700 

100  u 

Central  Leather  Pfd  

700 

10,500 

100  u 

International  Harvester,  Pfd  

700 

11,200 

50  u 

Union  Pacific  Pfd  

200 

3,150 

5M 

Consolidated  Gas.  Conv.  7s  

350 

5,000 

5M 

New  York  Central  Conv.  6s  

300 

4,450 

5M 

Southern  Ry.  4s  

200 

2,800 

50  Shs. 

Anaconda  

200 

2,950 

25  " 

General  Electric  

300 

3,750 

50  " 

New  York  Central  

250 

3,600 

50  " 

Southern  Pacific  

300 

4,900 

50  * 

United  States  Steel  

250 

4,900 

$6,125 

$99,750 

to  net  6.20% 
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We  should  consider  the  above  a  well-balanced  invest- 
ment structure  for  an  active  business  man  with  depen- 
dents. He  finds  35%  of  his  total  in  securities  which, 
except  in  the  most  acute  money  crisis,  would  be  wel- 
comed as  collateral  for  a  loan  by  any  bank.  Another 
45%  of  his  investment  is  in  securities  entitled  to  a 
high  investment  rating.  One-fifth  of  his  funds  is 
placed  in  established  equities  with  attractive  specula- 
tive possibilities  under  existing  indications.  A  larger 
percentage  might  well  be  in  bonds,  except  that  bond 
interest  (other  than  from  issues  in  Group  I)  is  exempt 
from  income  tax  at  the  most  only  to  2%,  whereas 
dividends  are  entirely  free  from  the  individual's  normal 
tax. 

The  securities  included  in  the  investment  structure 
above  indicated  enjoy  a  high  degree  of  marketability, 
are  those  of  large  companies,  and  are  otherwise  recog- 
nized as  suitable  for  investment  purposes.  Each  issue 
is  fairly  representative  of  its  class.  One  of  the  invest- 
ment principles  applied  is  that  there  is  frequently  ad- 
vantage gained  in  owning  the  stock  or  bonds  of  large 
corporations. 

Another  individual  may  be  justified  by  his  condition  in 
life  in  demanding  more  work  from  his  dollars.  Thus, 
over  one-half  of  his  investment  list  might  be  selected 
from  Group  III,  and  only  one-quarter  from  Groups  I  and 
II,  and  under  one-quarter  from  Group  IV.  Such  an 
investment  structure,  made  up  with  care  for  diversifi- 
cation, which  embodies  character  of  industry,  geo- 
graphical location  of  enterprises  represented  and  of  their 
units  of  production,  might  be  arranged  as  follows,  net- 
ting an  income  of  6%%: — 
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Income 


10M 
10M 
10M 

100  Shs. 
100  " 
100  " 

10M 
10M 
10M 

50Sha. 
50  " 
50  u 
50  * 


Fourth  Liberty  Loan  

Southern  Pacific  (Cent.  Pac.  Coll.)  4s 
American  Smelting  5s  

Bethlehem  Steel  8%  Pfd  

Corn  Products  Ref.  Pfd  

Virginia-Carolina  Chemical  Pfd  

American  Tel.  &  Tel.  Conv.  6s  

Chic,  Rock  Island  &  Pacific  Ref.  4s . 
International  Mercantile  Marine  6s . . 

American  Smelting  

New  York  Central  

General  Electric  

Pullman  Company  


$425 
400 
500 

800 
700 
800 

600 
400 
600 

200 
250 
600 
400 


$6,675 


Combinations  providing  higher  yields  are,  of  course, 
obtainable  and  numerous  securities  not  mentioned  in 
these  pages  are  entirely  suitable  for  investment  pur- 
poses. 


Our  aim  is  that  this  circular  be  suggestive  rather  than 
comprehensive,  that  it  present  to  the  minds  of  our 
clients  the  idea  of  a  Program  in  Investment  as  a  means 
to  intelligent  and  effective  investment  of  funds. 

It  may  be  said  in  probably  entire  fairness  that  the 
purchase  of  personal  clothing  is  made  with  more 
thought  of  a  well-rounded  wardrobe  than  is  the  pur- 
chase of  securities  with  the  thought  of  a  well-rounded 
investment  structure. 
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How  often  does  the  investor  analyze  his  list  of  invest- 
ments with  a  view  to  classifying  his  holdings  according 
to  investment  rating  and  how  many  purchases  of  securi- 
ties are  made  with  a  clear  idea  of  suitableness  for  the 
existing  investment  structure?  Not  often,  and  not 
many,  it  must  be  said ! 

We  do  not  presume  to  prescribe  an  Investment  Program 
as  a  panacea  for  investment  ills.  Eternal  vigilance  will 
remain  always  the  price  of  success  in  investments  as  in 
other  human  activities  and  conditions. 

It  is  our  opinion,  however,  that  a  pre-arranged  plan 
of  procedure  in  the  make-up  of  the  individual's  invest- 
ment structure  with  a  view  to  proper  balance  is  most 
helpful  to  the  end  that  his  capital  will  yield  the 
highest  return  compatible  with  the  risks  he  is  entitled 
to  assume. 

Jas.  H.  Oliphant  &  Co. 

May  1920 
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1  .OTT1  OOm  tl on    of   Tnvf^ctrrn^nt    ^tm ptii rt* 
Total  Fund  $ 

GROUP 

i.                           Legal  Bonds 

Amount 

Description 

Income 

Cost 

$ 

$ 

Totals  (Percentage  of  whole  %) 

$ 

$ 

group  ir.                      High-Grade  Bonds 

Amount 

Description 

Income 

Cost 

$ 

$ 

Totals  (Percentage  of  whole  %) 

a 

$ 

group  m.    Preferred  Stocks  and  High-Yieij)  Bonds 


Amount 

Description 

Income 

Cost 

a 

a 

Totals  (Percentage  of  whole  %) 

$ 

$ 

group  iv.  Common  Stocks 


Amount 

Description 

Income 

Cost 

a 

a 

Totals  (Percentage  of  whole  %) 

$ 

a 

■ 


